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Moasures te impair the Soviet war potential began in March 19548 with
the imposition by the United States ef export restrictions or prehibitioms
on the shipment of strategic goods to the Soviet Union and the Satellite
countries of Eastern Europe. In the following months and years intemational
negotiations were conducted in an effort te extend controls to cover exportsa
from other Western nations, However, the absence of & coordinated and com-
prehensive Westemn program represented, and to soms extent still repressnta,
a major loophole in the control structure.

USSR AND EE SATELLITES.

In order to correct this deficiency, representatives of the US, UK,
and French governments met at the initiative of the US in Londen during
October and November of 1950, These Tripartite talks produced gesneral
agreement on the application of export controls te the Soviet Blec, The
commodities to which such controls are applied have been classified inte
three lisis, as followss

List Is Embarge, i.8., goods ef which no exports at all to the

R Soviet Blog are to be allowed (Items contributing directly
to the Soviet war potential == munitions = atomic energy
iteme =~ certain petrolsum items = 6te.).

List II1s Quantitative Control, i.e., goods of which only 1 imited
quantities are te be allowed to be exported to the bloe
(items which in significant quantities would contribute teo
the Soviet war potential = certain slectric pewer equip-
ment = gertain metals = ete.)o

List I1l: Exchangs of Informatiom, i.e. p goods which may be freely
B exported to the Soviet Hlec but of which the participating
countries undertake to inferm each other,

# This memorandum is confined te a consideratiom of export controls and does
not deal with othor measures of economic warfare.
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" Fellewing the London Tripartite Agreement, an informal confersnce of
certain Western Governments was convoked, This confersnce, knovn as .
COCOM (Coordinating Comiittes) is currently in session.® Its purpose is
to get agreement enn the export control policles of the respective govem-
ments in an effort to establish export control programs for these countriea
"parallel” to those of the Tripartite Governments,

The Tripartite representatives have had considerable success in obtain=
ing agrsement from the other CCCOM countriea on List I, and most of those
itens embargoed by the US, UK and France are alse marked for embargo by
the other COCOM countries., Numereus obstacles, howsver, have lmpaired
agresment on quantitative controls (Lisb II) and only stop-gap measures
have baen employed,

Swedon, Switzerland, Austria and to a lesser extent Turkey, are the
only Westerm countriss not participating in the export control program
which do any significant direct trade with the Soviet Bloc, Hewever, these
nations have taken some measures, of varying degrees of effectiveness, te
linit the export of strategic items to the Soviet orbit.

In March 1951 the US announced that export licenses would be required
for all US shipments to the Soviet blee regardless of whether the item is
included on the export control list. Tho intent of this new ruling is not
to impese a complete embarge but rather %o permit a revisw of all shipments.

25X1

Barly this week Congress took an asdditionel step o tighten oontrols
whan it sent & eupplemental apprepriaticn bill te the White Houss with a
rider that would prohibit economic or financial sassistance for nations that
knowingly permitted export of strategic materials or commodities to Communist
countries.

CHINA,

Prier to the outdresk of hastilities in Korea, tho US was the only
countery which restricted exports to Communist China for security reasons,
Early in 1949 the US begam serutinizing the exports of highly strategic
zateriale to Chinz and in October 1949 adoptad the poliey, in general, of
‘holding without action license applications for the export of items on the
US 1-A list to China and neighboring areas from which traneshipments might
bo made,

% US, UK, France, Belgium, Netherlands, Luxsmburg, Denmark, Norway, Western
Germany, Italy, Portugsl, Canade.
#% A copy ef this report is oa file in Mr. Montague’s olfice,
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As & result of Communist aggression in Korea the Unl¥ed States proposed
to the COCOM countries that tho sams controls be applied against Comeunist
China which previously had bacn agrsed to for application ageinst the
Eastern Europsan Satellitez, Om 17 July 1950 the Consultative Committes
noted officially that sll Participeting Countries were as of that time
applying the seme controla to both Horth Korea and Cemmuniat China as had
boan previously applied to the satellits countries of Basterm Europe, In
offgct this meant thdt they had an -embargo on the list of highly atrataegic
paterials in International List I, The COCOM delsgatss also reported in
July that their governments had concurred im the Joint US=UK recoamsndation
to add most petroluem products to International List I.

In that same month the US cancelled all outstending licenses for
exports to Communist Chine and ruled that no sdditiomall licenses for con=
trolled items would bs granted thereafter, A series of US rulings in
Dacombor 1950 tightened up on all US exports (not only those on the coa—
trolled 1ist) to Chine, Hong Kong and Msceo which had the effect of placing
& virtual subarge on alX U3 exporits to that area as opposed to the progrsa
ol aslsctive controls on trads with the Soviet bloe in Eastern Europe.

A% present we llcsnse no goods for sale to Ked Chinn, owr ships are
not allowed to carzy goods in any part of the world for consigmment te
Ead China, our chips may not trade with the ports of fsd China and we
forees the offloading of unlicsnsed goods en foreign {lag ships calling ab
our porte. Western Burops, as indicated above, hns not followed our
program ageinst Hed Chine much beyond the point of sslective contvols,
Japan, bowewver, is following a policy parallel to ours.

Several recent develomasnts will have the effeet of further
tightening controls. Both Houses of Congress this woek approved
the third supplomental oppropriation bill with a ridor that would pro-
hibit economic or financial assiatonce for nations that kaowingly per—
ritted export of strategic materisls or conmoditice to Communist
eowtries, ineluding Communist China and North Koveao

Isst wesk the Uenaeral Assembly of the UM adopted & resolutiom calling
for an embarge an 21l shiprmmnts of strategle items to Communiat China and
Forth Koreas This announcemant has the effoct of racognising a strategic
embarge that already has bsan in forece in rpany coumbries and in additiom
indieates that other nations will spply sinilsr controvls. It also probably
presages an increase in the numboer of itsma to bo contralled., As an in-
dilcation of the trend, the UK recently clamped dewn om ruobber shipments
o Ghin&a
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